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all amounts payable from A’s account in
Plan X after A’s death. A copy of the Trust
P and a list of the trust beneficiaries were
provided to the plan administrator of Plan X
by October 31 of the calendar year following
the calendar year of A’s death. As of the date
of A’s death, the Trust P was irrevocable and
was a valid trust under the laws of the state
of A’s domicile. A’s account balance in Plan
X was includible in A’s gross estate under
§2039.

(ii) Under the terms of Trust P, all trust
income is payable annually to B, and no one
has the power to appoint Trust P principal
to any person other than B. A’s children,
who are all younger than B, are the sole re-
mainder beneficiaries of the Trust P. No
other person has a beneficial interest in
Trust P. Under the terms of the Trust P, B
has the power, exercisable annually, to com-
pel the trustee to withdraw from A’s account
balance in Plan X an amount equal to the in-
come earned on the assets held in A’s ac-
count in Plan X during the calendar year and
to distribute that amount through Trust P
to B. Plan X contains no prohibition on with-
drawal from A’s account of amounts in ex-
cess of the annual required minimum dis-
tributions under section 401(a)(9). In accord-
ance with the terms of Plan X, the trustee of
Trust P elects, in order to satisfy section
401(a)(9), to receive annual required min-
imum distributions using the life expectancy
rule in section 401(a)(9)(B)(iii) for distribu-
tions over a distribution period equal to B’s
life expectancy. If B exercises the with-
drawal power, the trustee must withdraw
from A’s account under Plan X the greater of
the amount of income earned in the account
during the calendar year or the required
minimum distribution. However, under the
terms of Trust P, and applicable state law,
only the portion of the Plan X distribution
received by the trustee equal to the income
earned by A’s account in Plan X is required
to be distributed to B (along with any other
trust income.)

(iii) Because some amounts distributed
from A’s account in Plan X to Trust P may
be accumulated in Trust P during B’s life-
time for the benefit of A’s children, as
remaindermen beneficiaries of Trust P, even
though access to those amounts are delayed
until after B’s death, A’s children are bene-
ficiaries of A’s account in Plan X in addition
to B and B is not the sole designated bene-
ficiary of A’s account. Thus the designated
beneficiary used to determine the distribu-
tion period from A’s account in Plan X is the
beneficiary with the shortest life expect-
ancy. B’s life expectancy is the shortest of
all the potential beneficiaries of the testa-
mentary trust’s interest in A’s account in
Plan X (including remainder beneficiaries).
Thus, the distribution period for purposes of
section 401(a)(9)(B)(iii) is B’s life expectancy.
Because B is not the sole designated bene-
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ficiary of the testamentary trust’s interest
in A’s account in Plan X, the special rule in
401(a)(9)(B)(iv) is not available and the an-
nual required minimum distributions from
the account to Trust M must begin no later
than the end of the calendar year imme-
diately following the calendar year of A’s
death.

Example 2. (i) The facts are the same as Ex-
ample 1 except that the testamentary trust
instrument provides that all amounts dis-
tributed from A’s account in Plan X to the
trustee while B is alive will be paid directly
to B upon receipt by the trustee of Trust P.

(ii) In this case, B is the sole designated
beneficiary of A’s account in Plan X for pur-
poses of determining the designated bene-
ficiary under section 401(a)(9)(B)(iii) and (iv).
No amounts distributed from A’s account in
Plan X to Trust P are accumulated in Trust
P during B’s lifetime for the benefit of any
other beneficiary. Therefore, the residuary
beneficiaries of Trust P are mere potential
successors to B’s interest in Plan X. Because
B is the sole beneficiary of the testamentary
trust’s interest in A’s account in Plan X, the
annual required minimum distributions from
A’s account to Trust P must begin no later
than the end of the calendar year in which A
would have attained age 70, rather than the
calendar year immediately following the cal-
endar year of A’s death.

Q-8. If a portion of an employee’s in-
dividual account is not vested as of the
employee’s required beginning date,
how is the determination of the re-
quired minimum distribution affected?

A-8. If the employee’s benefit is in
the form of an individual account, the
benefit used to determine the required
minimum distribution for any distribu-
tion calendar year will be determined
in accordance with A-1 of this section
without regard to whether or not all of
the employee’s benefit is vested. If any
portion of the employee’s benefit is not
vested, distributions will be treated as
being paid from the vested portion of
the benefit first. If, as of the end of a
distribution calendar year (or as of the
employee’s required beginning date, in
the case of the employee’s first dis-
tribution calendar year), the total
amount of the employee’s vested ben-
efit is less than the required minimum
distribution for the calendar year, only
the vested portion, if any, of the em-
ployee’s benefit is required to be dis-
tributed by the end of the calendar
year (or, if applicable, by the employ-
ee’s required beginning date). However,
the required minimum distribution for
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the subsequent distribution calendar
year must be increased by the sum of
amounts not distributed in prior cal-
endar years because the employee’s
vested benefit was less than the re-
quired minimum distribution.

Q-9. Which amounts distributed from
an individual account are taken into
account in determining whether sec-
tion 401(a)(9) is satisfied and which
amounts are not taken into account in
determining whether section 401(a)(9) is
satisfied?

A-9. (a) General rule. Except as pro-
vided in paragraph (b), all amounts dis-
tributed from an individual account
are distributions that are taken into
account in determining whether sec-
tion 401(a)(9) is satisfied, regardless of
whether the amount is includible in in-
come. Thus, for example, amounts that
are excluded from income as recovery
of investment in the contract under
section 72 are taken into account for
purposes of determining whether sec-
tion 401(a)(9) is satisfied for a distribu-
tion calendar year. Similarly, amounts
excluded from income as net unrealized
appreciation on employer securities
also are amounts distributed for pur-
poses of determining if section 401(a)(9)
is satisfied.

(b) Exceptions. The following amounts
are not taken into account in deter-
mining whether the required minimum
amount has been distributed for a cal-
endar year:

(1) Elective deferrals and employee
contributions that, pursuant to §1.415-
6(b)(6)(iv), are returned (together with
the income allocable to these correc-
tive distributions) as a result of the ap-
plication of the section 415 limitations.

(2) Corrective distributions of excess
deferrals as described in §1.402(g)-
1(e)(3), together with the income allo-
cable to these distributions.

(3) Corrective distributions of excess
contributions under a qualified cash or
deferred arrangement under section
401(k)(8) and excess aggregate contribu-
tions under section 401(m)(6), together
with the income allocable to these dis-
tributions.

(4) Loans that are treated as deemed
distributions pursuant to section 72(p).

(5) Dividends described in section
404(k) that are paid on employer securi-
ties. (Amounts paid to the plan that,
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pursuant to section 404(k)(2)(A)(ii)I),
are included in the account balance
and subsequently distributed from the
account lose their character as divi-
dends.)

(6) The costs of life insurance cov-
erage (P.S. 58 costs).

(7) Similar items designated by the
Commissioner in revenue rulings, no-
tices, and other guidance published in
the Internal Revenue Bulletin. See
§601.601(d)(2)(ii)(b) of this chapter.

[T.D. 8987, 67 FR 18994, Apr. 17, 2002]

§1.401(a)(9)-6T Required minimum dis-
tributions for defined benefit plans
and annuity contracts (temporary).

Q-1. How must distributions under a
defined benefit plan be paid in order to
satisfy section 401(a)(9)?

A-1. (a) General rules. In order to sat-
isfy section 401(a)(9), except as other-
wise provided in this A-1, distributions
under a defined benefit plan must be
paid in the form of periodic annuity
payments for the employee’s life (or
the joint lives of the employee and ben-
eficiary) or over a period certain that
does not exceed the maximum length
of the period certain determined in ac-
cordance with A-3 of this section. The
interval between payments for the an-
nuity must be uniform over the entire
distribution period and must not ex-
ceed one year. Once payments have
commenced over a period certain, the
period certain may not be changed
even if the period certain is shorter
than the maximum permitted. Life an-
nuity payments must satisfy the min-
imum distribution incidental benefit
requirements of A-2 of this section. Ex-
cept as otherwise provided in A-4(b) of
this section, all payments (life and pe-
riod certain) also must either be non-
increasing or increase only in accord-
ance with one or more of the following:

(1) With an annual percentage in-
crease that does not exceed the annual
percentage increase in a cost-of-living
index that is based on prices of all
items and issued by the Bureau of
Labor Statistics;

(2) To the extent of the reduction in
the amount of the employee’s pay-
ments to provide for a survivor benefit
upon death, but only if the beneficiary
whose life was being used to determine
the ©period described in section

209



